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owing to the intransigence of the Lithuanian delegation. How-
ever, on January 31, 1926, the Lithuanian Government pub-
lished an ordinance regulating floatage on the river, but it was
not considered sufficient by Poland, and besides was not in
accordance with the agreement of 1924.
SEVERE FINANCIAL CRISIS
The Seym resumed on October 20 with the discussion of the
Budget which had been postponed from October 6. On October
23 the Seym passed a vote of confidence in the Grabski Govern-
ment. In appearance the Government was still strong, but in
reality its position was undermined by the financial and economic
situation, which had again become extremely bad. After remaining
steady for more than a year the zloty began to fall towards the close
of July 1925.
Foreign observers were inclined to attribute the fall of the zloty
to an abnormal expansion, followed by an intense restriction,
of credits by the Bank of Poland, and an excessive Government
issue of small Treasury notes and small coins. By the end of July
the Bank of Poland was embarrassed, having used up a large part
of its resources. In the spring of 1925 it had, in common with
the State and the joint-stock banks, increased its credits for
economic purposes, as it had received the greater portion of the
first proceeds of the loan from America, with a consequent
strengthening of its foreign reserves. But it had soon to stop
increasing credits; it had to restrict them instead. The American
loan was only a partial success.
SECOND GRABSKI CABINET RESIGNS
In Warsaw Grabski made a statement on October i, 1925, at a
meeting of the Economic Council (which the situation had brought
into existence some time before) respecting the crisis; after
reviewing its disturbing features, he said that the fall of the zloty
and the restriction of credit would not be so formidable in them-
selves if the confidence of the public had not been shaken. But
there was no sign then or for some time of a return of confidence;

